ARI7 INTERPROVINCIAL PIPE LINE COMPANY 


Quarterly Report 


aN 


(Unaudited, $000’s omitted) For Six Months Ended 


For six months | 
ended June 30 Hf June 30, 1972 
1972 i 
posvlean i 
| 
Earnings for the period - - $19,160 
Depreciation- - - - - - 9,745 a 
Deferred income taxes- - - 5,455 Ps 
Debentures issued 
($30,000 U.S.) - - - - 29,522 
Other transactions - - - - 1,817 
$65,699 
Dividends paid - - - - - $11,727 
Capital expenditures - - - 24,995 
Long term debt reductions - 5,925 
$42,250 


Change in Working Capital - $23,449 


Working Capital—January 1- $ (818) 


- $22,631 
(barrels per day): 
1972 
First Quarter - - - - 1,116,033 
Second Quarter - - - 1,014,416 


Third Quarter - 


Fourth Quarter - - - = 
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TO THE SHAREHOLDERS: 


Throughput 


As in past years, the demand for refinery feed- 
stocks was not as great in the second quarter of 
1972 as it was in the first three months of the year. 
Throughput during the second quarter was never- 
theless 116,600 barrels per day higher than in the 
corresponding period in 1971. As a result, total 
deliveries of crude oil, refined products, and natural 
gas liquids during the first half of 1972 were 13% 
higher than in 1971 as follows: 


DELIVERIES (barrels per day) First six months 


pend 712 AV pee 

Western Canada - 106,599 105,461 
United States - - 558,257 445,360 
Ontario - - - - 400,369 391,967 
1,065,225 942,788 

BARREL MILES (millions) - - 272,615 235,049 


Construction 


The 1972 expansion program is proceeding on 
schedule and it is now anticipated that the final 
cost will be comfortably within the original cost 
estimate. The largest project is, of course, the 124 
miles of 48-inch loops that are being constructed 
between Edmonton and Superior, Wisconsin. This 
work is well underway and valuable experience is 
being gained handling large diameter pipe. 


As previously announced, this looping program, 
together with the twenty-three 5,000 horsepower 
electric pumping units that are being installed in 
this section of the system, will increase the capacity 
of the pipe line system out of Cromer, Manitoba 
by 127,000 b/d to 1,435,000 b/d. 


Six 2,500 horsepower electric pumping units are 
also being added on the southern line between 
Superior and Sarnia and the capacity of the 12-inch 


line from Westover, Ontario to Buffalo is being 
further increased by the installation of an additional 
18 miles of 20-inch loops. Eight storage and break- 
out tanks, with a total capacity of 2,154,000 barrels, 
are also being erected at four locations. 


Financing 

To provide funds for the United States portion 
of the current expansion program, on June 15, 
Lakehead Pipe Line Company, Inc. issued $30 
million (U.S.) 7.60°% 25-year Sinking Fund De- 
bentures, Series C, at par. The balance of the 
money required for this year’s expansion program 
will be from funds generated from operations and 
if necessary utilizing Canadian bank lines of credit. 


Dividend 


On July 26 a quarterly dividend of 23¢ per share 
was declared payable September 1 to shareholders 
of record August 8, 1972. 


Toronto, Ontario D. G. WALDON 
August 4, 1972 President 


CONSOLIDATED STATEMENT 


OF EARNINGS 


(Unaudited, $000’s omitted) 
For six months 
ended June 30 


11972 eeiaTie 
INCOME 
Transportation revenue - - $79,012 $69,419 
Otherincome = - = = = 833 L7S3 
$79,845 $71,152 
EXPENSES 
Operating and administrative $16,724 $14,158 
Property and other taxes - - 5,400 4,940 
Depreciation- - - - - - 9,745 8,970 
Interest - - - - - - - 9,470 9,808 


$41,339 $37,876 


Earnings before income taxes $38,506 $33,276 
Provision for income taxes - 19,346 17,230 


Earnings for the period - - $19,160 $16,046 


Earnings per share- - - - 75¢ 63¢ 
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demand arises and/or is justified by a significant increase in Canada's crude 
oil reserves. In our opinion these factors should substantially benefit 
Interprovincial by way of revenues and earnings. 


We estimate earnings should rise to $1. 75 per share in 1973, up 


| 25% from 1971's reported level of $1.40 per share. Beyond 1973 the growth 


prospects remain highly favourable particularly as we expect the U.S. crude 
oil import quotas to be removed by 1974 at the latest. We strongly recommend 
purchase of the shares of Interprovincial Pipeline by investors seeking 

capital appreciation over both the short and long term. 


The share purchase warrants are recommended for the more 
aggressive investor not unduly concerned with income. At current levels 
they offer attractive leverage of 2.1:1 and command a very modest 1% premium. 
Considering the quality of Interprovincial's management and the Company's 
bright prospects, a higher premium is justifiable in our opinion. 


THE U.S. OIL RESERVE PICTURE 


There is a great deal of uncertainty as to the capability of the U.S. 
oil industry to find enough oil in this decade to reduce to any great extent 
that country's growing crude oil deficit. Domestic demand for crude oil, 
condensate, and natural gas liquids approximated 15.0 million b/d in 1970, 
while the production of crude oil and condensate amounted to 9.6 million b/d 
and natural gas liquids to 1. 7 million b/d leaving a deficiency of 3. 7 b/d to 
be supplied by imports. 


In an interim report to the Secretary of Interior as part of their 
massive energy study, the National Petroleum Council forecast U. S. demand 
will increase to 23 million b/d by 1980 and production would decline to 
ll. 7 b/d (including 2.0 million b/d from the Alaskan North Slope) leaving 
a deficit of 10.3 million b/d. Imports of Canadian crude were forecast to 
increase from 1970's level of 766, 000 b/d to 1. 3 million b/d during the same 
period. 


In their application placed before the Energy Resources Conservation 
Board to produce synthetic crude oil from their Athabasca Tar Sands leases 
Syncrude (a consortium of Atlantic Richfield, Canada-Cities Service, Gulf 
Oil Canada and Imperial Oil) forecast Canadian exports of total liquid hydro- 
carbons will increase to 1. 8 million b/d by 1980 while the mean estimate of 
the Board Staff was l. million b/d. We feel the N.P.C. _ estimate is very 
conservative but even in that case Canadian exports to tl the U.S._ S. would 


— —_ 


re 


increase by 70%. 


To retain the U.S. reserves-life index at its historic 12:1 ratio it 


was forecast some time ago by the former Secretary of the Interior, 
Stewart Udell, that an annual discovery rate of better than 5 billion barrels 
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was required. Although, if the recovery rate of existing reserves could be 
increased by 30-35% annually, a slightly lower rate might be sufficient. 
Since 1956 the average annual discovery rate has been approximately 800% 
million barrels and the recovery rate of existing reserves has averaged 4%. 
In addition, the rate of exploratory drilling has been declining sharply. 


Two or three years ago it would have been fairly safe to say the 
offshore areas such as the Gulf Coast and California, plus Alaska, were the 
future focal points of the U.S. search for domestic reserves. However, 
since that time a growing awareness of environmental problems and dangers 
has led to considerable controversy over offshore lease sales and the 
proposed Alyeska pipeline running from the Alaskan North Slope to the 
Port of Valdez. At the present time potential wildcat lease sales on the 
Atlantic seaboard are causing concern to residents of the New England States, 
environmental groups are questioning the validity of Gulf Coast lease sales, 
and poor drilling practices and the resultant oil spills have restricted drilling 
in the Santa Barbara Channel off the California coast. The environmental 
impact of the Alyeska pipeline is being given considerable attention and 
already has delayed construction by roughly two years. It appears 
Interior Department and Presidential approval may be forthcoming in the 
first six months of this year. However, the permit, if and when approved, 
is expected to be appealed in the Supreme Court causing further delays. 

In summary, the U.S.A. is faced with a declining reserves-life index. 

At the same time the U.S. oil industry is incapable of capitalizing on the 
major discoveries in Alaska; unable to fully develop and concentrate their 
drilling resources in the offshore area; exploratory drilling is declining. 
particularly in the inland areas; and the offshore oil rich nations which 
supply the majority of the U.S. oil deficit are demanding an ever increasing 
price for their crude oil, and to a great extent these nations could be said 
to have the U.S. “over a barrel". 


While discussion and controversy continues of how, at what price, 
and from what sources the growing energy shortage will be alleviated, the 
demand for crude oil continues to increase and domestic production declines. 
The foregoing defines to some extent the general trend of demand/ supply 
within the U.S. but it does not with any real clarity detail developing trends 
within specific areas. Total U.S. reserves of crude oil and natural gas 
liquids amounted to 46.7 billion barrels at the end of 1970, sufficient for 
14 years at the 1970 production rate of 4.1 billion barrels. This includes 
Alaska's Prudhoe Bay reserves which distorts the picture somewhat and does 
not clarify the particular situation developing in District #II]. While U.S. 
consumption has a growth rate of approximately 3 1/2 - 4% annually, 
reserves in most of the producing States are declining as the following table 


points out: 


* Only conventional crude oil SMUD Shs Ni GL "’s are nor avanable: 
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see tammwainanare 


PRODUCTION AND RESERVES 
IN THE PRINCIPAL PRODUCING STATES IN THE U.S.A. (1) 
( Thousands of Barrels ) 


1970 Total Proved Reserves % Change Life Index 


Production As at January 1, 1971 From Prior Year Years of Supply 
USA. JL 5 405 46,704.27 Ome) +2 3120 14.0 
Alaska 83,052 10, 149-1599 C3) (4) (4) 
California 390,590 [repels a Ni 708) ="0.2 10.6 
Colorado 27 5339 407,844 - 3.0 14.9 
Illinois 43,069 2297 51 -15.9 Bes 
Kansas CO Sie 833,378 - 0.2 8.0 
2K Louisiana 699750) sie ati T ips 0) 0) ap Ww bea ee 
Mississippi 66,416 SHU ase. hel Dia 
KOK Montana Sos 727 250,145 -12.4 6.4 
HPO NEw Mexico 1720133 1,319,497 aaa a 7.6 
North Dakota 24,050 241,634 -15.5 10.0 
“8 Oklahoma 2a 022 1,709,956 - 7.9 6.8 
SE Texas 1,538,481 LGs525-055 ies 1On7 
Utah 25,610 217,802 215.8 B55 
Wyoming LO554 77 112876908 + 2.9 6.8 


* District #II 
*“* Principal Suppliers to District #11 


1) Crude Oil & Natural Gas Liquids 

) Includes Prudhoe Reserves - 10 Billion Barrels 

) Does not include N. GL. Reserves 

) These statistics quite meaningless at present time 


There are three main sources supplying the Great Lakes Region: 


— 


Its own producing States led by Oklahoma. 

2. Louisiana via the 40'', 500,000 b/d capacity Capline to Patoka, 
Ill. where it becomes the 26'', 200,000 b/d Chicap. 

3. Western Canadian crude via the Interprovincial Pipeline. 


It is quite evident reserves are declining in the Great Lakes region 
and adjacent States and the reserves life index is considerable lower than 
the U.S. generally. It is also important to note the declining rate of 
exploratory drilling and therefore the limited prospects of discovering 
significant new reserves in the inland areas. Other than Louisiana's Gulf 
Coast, U.S. offshore areas such as California are inaccessible to District 
#II as are foreign sources of supply, leaving Alaska as the only major new 
source. Unless a pipeline is laid eastwards along the Alaskan-Canadian 
Arctic shoreline to the MacKenzie and then down the MacKenzie Valley to 
Edmonton to connect with an expanded I. P.L. system, it is very difficult 
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for Alaskan crude to reach District #II due to its geographic location. j 
The growing demand in other U.S. markets and limited Spare producing j 
capacity will eventually place a.ceiling on the volume major producing / 
States such as Louisiana and Texas can Ship tODistricih | eal actera 
recent feature article in the ''Oil and Gas Journal! placed Louisiana's gt 
Spare producing capacity at 200, 000 b/d. 


Interprovincial is an active participant in the fifteen member 
MacKenzie Valley Pipeline Research consortium conducting above ground 
roe at Innuvik, N.W.T. Research, on which $3 million has been expended, 
18 continuing with particular emphasis on route selection and environmental 
protection. We believe a crude oil pipeline running down the MacKenzie 
Valley either to ship crude from the N.W.T. or complementing a line from 
the North Slope to the Port of Valdez is a distinct possibility some time in 
the future. 


INTERPROVINCIAL’S CURRENT MARKETS 


The markets can be broken down into three distinct areas: 


Deeetne Prairie Provinces 

2. Ontario 

3. The Great Lakes region of the U.S. District #II plus 
District ;lto a growing extent. 


The volume of crude deliveries to refineries in the Prairie 
Provinces has experienced an erratic growth pattern having increased 2. 3% 
in 1963, 7.3% in 1965, 7.4% in 1966, 1.1% in 1967, 5% in 1969, and approximately 
a 3% rise in 1970. Deliveries for the first nine months of 1971 were unchanged 
and we would anticipate approximately a 2.5% to 3.0% per year growth rate 


in the future. 


In the Ontario market since 1966 demand for crude has had 
approximately a 4.5% annual growth rate. Currently demand is running | 
close to capacity and in all probability will slow down unless refinery | 


expansion occurs. 


District #II is the key to the future growth prospects of 
Interprovincial. An accurate projection of how rapidly this market will 
expand, but expand it will, is difficult due to the U.S. oil import restrictions. 
However, there has been some easing in the last several years and at times 
the quota has been exceeded due to the demand for Canadian crude, mainly ) 
because of the price advantage and the in ability of U.S. sources to meet / 


domestic requirements. 


District #I, it should be noted, is an expanding market for Western 
Canadian producers. Over the 1966-1970 period shipments through the I. P. L. 
system to District #I and #II have increased from 177, 982 b/d to*403, 963 by de 
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For the first nine months of 1971 deliveries to this market averaged 453, 436 b/d @ 
compared to 395,787 b/d in the similar 1970 period representing a 14. 3% 


increase. 
expectation in this market. 


FINANCIAL SUMMARY OF OPERATIONS 


We feel an annual growth rate of 12-15% is not an unreasonable 


Salient operating and financial statistics for the period 1966-1970 
and projections for 1971-72 are shown below: 


Throughput Barrels Daily 


Western Canada 
Ontario 


United States - District #I 
United States - District #II 


TOTAL 
Barrel Miles (Millions) 


Transportation Revenue 
Other Income 
Total-IIncome 

Expenses 

Pre lax warnings 
Taxes 

Net Earnings 

¢ Per Share 

Dividend $ Per Share 
Payout Ratio 


* Five Year Average 77% 


PRODUCTION RECORD 


1966 1970 
106,817 116,386 
320,145 380,570 

39 , 769 89,619 
138,213 314,344 
604,944 900,919 
267,354 444,318 

FINANCIAL 
($000 Omitted) 
$87,787 $133,707 

1219 1,643 

89,006 135,350 

40,599 735322 

48,407 62,028 

25,885 yee 

2250229 07, 

0.89 hats 

0.72 0.80 

81.0% 69.0% 


Percentage 
Increase 


> 
No) 
es © Wwe 


D243 


80.6 
28.0 


3059 
20 
Mee) 


Est. 1971 


510,000 


475,000 


985,000 


493,193 


$146,000 


3,000 


149 ,000 
75,800 
73,200 
37,600 
35,600 

1.40 
0.86 
GLa7 


Este1972 


540,000 


575.000 


1,115,000 
582,000 


$168,500 


168,500 —— 
84,500 
84,000 
44,000 
40,000 —— 

15 Soa 
0.920 
59% 


The most significant conclusion which can be drawn from these 
tables is that exports to the U.S. are a dominant factor in I. P. L.'s growth. 
Deliveries of crude to the U.S. accounted for 66.7% of throughput in 1970 


compared to 29. 4% in 1966. 


Barrel miles have increased at a slightly faster 


pace than revenue and this follows a normal pattern of revenue per barrel 
mile declining as the average length of haul increases. 


miles in 1966, increasing to 1, 351 miles in 1970. 


This averaged l, 2ll 
Revenue per 1000 barrel 


miles has decreased over the last five years from 32. 8 cents to 30 cents 
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while operating costs on the same basis have declined from 7.2 cents to 
6.2 cents. However, an inference of some importance only becomes 
apparent when considered in relationship to the amount of spare capacity 
available at specific times over that period. 


1965 1 1 1 
Transportation Revenue eae pee ats aL oh eel 


per 1000 b/mile 53. 0Cg 2 OC 2. OC aol. 2ce S18 car 0.00 
Operating & Administrative costs 
per 1000 b/mile OO are Gren ay. 0 ee OCC mG ae 


During 1966 and 1967 the original Superior, Wisconsin - Sarnia, 
Ontario 30" line routed via the MacKinac Straits operated at full capacity 
with ten temporary pumping stations also on line. Consequently operating 
costs climbed sharply. To relieve the pressures and eventually tap the 
growing market in Chicago, a decision to loop the line with 34"' pipe via 
Chicago was made in 1967. Construction of the first stage to Chicago was 
completed during 1968 and the remaining 293 miles to Sarnia was looped with 
30'' pipe and brought into operation by the end of 1969. The decline in 
operating costs in 1969 and 1970 is directly attributable to the spare capacity 
made available by the 1968/69 looping programme. For 1971 and 1972 we 
estimate revenue per 1000 barrel miles could decline slightly to 29.6 cents 
and operating costs to 6 cents. 


Other expenses (debt charges, depreciation etc.) have increased 
between 1966 and 1970 mainly due to the Chicago looping programme. 
Municipal taxes with respect to rights-of-way have increased from $4. 3 
million to.$9:6 million, debt interest from $4.3 million to $18: 8 million; 
and depreciation from $10. 8 million to $18. 8 million. 


For 1971 and 1972 we estimate operating and administrative costs 
could rise to approximately $29.6 million and $34.9 million respectively, 
municipal taxes to $20 million and $10.0 million, depreciation charges to 
$18 million and $20.5 million, and debt interest to $20. 0 million and then 
decline slightly to $19. 0 million. 


Over the past six years net earnings have increased by 27% from 
$22.5 million of $0. 89 per share in 1966 to $35.6 million or $1.40 per share 
in 1971. We anticipate earnings could experience further growth in 1972, 
increasing to $40. 0 million or $1.55 per share. They are of good quality 
as the Company uses the normalized method of tax accounting. 


1973 Estimate: In order to remain fairly conservative we have used 
the 1970 average mileage per barrel to calculate barrel miles and revenues. 
While realizing that financing will be required for the looping progremme 
in 1972/73, we feel liquid assets plus cash flow will in all probability provide 
sufficient funds to finance the 1972 expansion programme. However, 
additional financing will be required in 1973 but, in this regard, we suspect 
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principal repayments over the next two years will offset this to a great 
degree, although the debt interest charge may increase slightly. 


Estimates for 1973 are based on the following assumption: 


Exports to the U.S. increased by 100, 000 b/d 
Deliveries to Ontario increased by 20,000 b/d 
120; 000 b/d 


We estimate revenues per 1000 barrel miles at 29.5 cents and 
assuming an average length of haul per barrel of 1, 350 miles this means an 
additional 59,130 million barrel miles and consequently the generation of 


approximately $17. 4 million in additional revenues. 
1973 (S000) 


Additional revenue at 29.5 cents per 1000 b/m 17,400 
Operating expenses at 6,5 cents per 1000 b/m 3,900 
Revenues net of operating expenses 1 OO 
Income taxes at 50% 6,750 
Net gain to earnings 6,700 
Shares outstanding 25,475,585 26¢ 
Based on these assumptions, earnings in 1973 should be in the 
A $1. 75-1. 80 ae share range. We feel the anticipated increase in exports q@ 


to the U.S“ is obtainable, while the estimate of deliveries to the Ontario 
market is reasonable. The increasing oil deficit in the U.S, particularly 


ve 
—_-_— 


in District #II, could conceivably mean a much improved or freer flow of r 
Canadian crude into this area by 1973 and, in fact, U.S. restrictions may be | 
lifted during that year. Consequently actual deliveries of crude in 1973 could 
be 25,000 - 50,000 b/d higher. Thus with a conservative barrel mileage 
figure as our base and the possibility of higher deliveries, any increases in [ 
operating costs, debt charges or municipal taxes are to a fair degree 
compensated for. 


Dividends: Dividend payout has historically been maintained ata 
high payout ratio averaging 77% of earnings for the past five years. 
Currently the annual dividend rate of 92 cents per share represents a payout 
ratio of 59% based on our 1972 estimated earnings of $1.55 per share. A " 
further increase in the annual dividend rate appears possible over the next | 
several years. dl 


COMPANY HISTORY AND OPERATIONS 


I. P. L.,» incorporated in i949,acts as a common carrier operating the C § 
longest crude oil pipeline in the free world extending for approximately 
2,000 miles with a total length of approximately 5,156 miles at the end of 
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1970. Since the initial movement of oil eastwards on October Aten Oot a 


story has been one of continued expansion in markets, length of haul, and 
total capacity. 


Originally, the pipeline extended some 1,130 miles from the oil 
fields at Redwater, Alberta to the Great Lakes port of Superior. From there 
during the navigation season crude oil was transported in lake tankers to the 
Sarnia refineries and other points in Eastern Canada. In 1953 the system 
was extended from Superior to Sarnia by way of an underwater crossing of 
the MacKinac Straits and the Sarnia refineries received crude oil via 
pipeline for the first time early in January 1954. The refineries at 
Clarkson and Port Credit in the Toronto area were connected to the system 
in 1957 by laying 156 miles of Z0" pipe. 


Looping of the original line began in 1952 and by the end of 1958 a 
second big inch pipeline had been laid parallel to the original line between 
Edmonton and Superior. A second looping programme was commenced in 
1962 and by the end of 1965 comprised 329 miles of 34'' pipe between Regina 
and Superior. A 12'' diameter pipeline laid in 1963 extended the system 
from Westover, near Hamilton, Ontario to Buffalo, N. Y. The year 1966 
was relatively quiet as far as any major expansion was concerned; total 
expenditures amounted to roughly $2 million and consisted mainly of adding 
one permanent and two temporary pumping stations. A major construction 
programme totalling $76. 7 million was undertaken in 1967 to provide the 
capacity to meet expanding markets. Basically the 1967 construction 
programme comprised of extending the 1962 looping programme by laying 
an additional 416 miles of 34'' diameter pipe between Edmonton and Superior. 
Also, the looping of the line between Sarnia and Port Credit was undertaken 
by laying 56 miles of 20'"' diameter pipeline. In 1967 the decision was made 
to extend or loop the system from Superior, Wisconsin to Sarnia via Chicago. 
The first 466 miles of 34'' pipe from Superior to Chicago was completed with 
30'' pipe by the end of 1969. During 1970 a further 20 miles of looping with 
20'' line was completed between Sarnia and Port Credit. Expansion of the 
system continued during 1971 at an estimated cost of $50 million. As of 
September it was anticipated the programme was on schedule for completion 
by the year end. The addition of 66 pumping units totalling 228,750 horse- 
power installed in 41 locations will increase capacity between Edmonton, 
Alta and Sarnia, Ontario by 200,000 b/d and east of Sarnia by 40,000 b/d 
by the addition of 46 miles of line consisting of two loops and three pumping 


units. 


Perhaps the expansion undertaken since the original pipeline was 
laid can best be summed up by the following table: 
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ORIGINAL PIPELINE (Commenced in 1949) 


LINE SECTION : 
Pipe 
From To Miles Diameter Capacity 
Redwater Edmonton St iN} 
Edmonton Regina 438 lou 103,200 
Regina Gretna 334 Loi 69,000 
Gretna Superior 325 18" 70,000 
PIPELINE UPON COMPLETION OF 1971 CONSTRUCTION PROGRAMME 
Length in Miles Diameter Length in Miles Diameter 
9? Woe VAD Dot 
428 Ge 326 26" 
363 18% 933 BO 
Fist) 20n P2604 34" 
LINE SECTION (Capacity available for 1972 operations) 
Capacity Capacity 
From To b/d (000) From To b/d (000) 
Edmonton Regina 15251 Cromer Gretna 1,308 
Regina Cromer 1,236 Gretna Superior 1,308 
Superior Sarnia (via Straits of MacKinac) 538 
Superior Chicago 621 Chicago Sarnia 330 
Sarnia Port Credit 355 Westover Buffalo 1S 


Total number of pumping stations - 49 


The Company announced late in 1971 plans to embark on a looping 
programme which entails laying a 48'' line parallel to the existing system 
between Edmonton and Superior. Construction will be undertaken in stages 
as demand arises. The initial stage planned for 1972 boosted capacity by 
100,000 b/d ex-Cromer, Manitoba and originally comprised of laying 92 miles 
of line in the form of 17 loops on the existing 34" line. In addition to which 
90,000 h. p. consisting of 17 electric units at existing pumping stations plus 
a new pumping station between Griffith, Indiana and Sarnia, Ontario was also 
to be added, and the capacity of the 12'' line from Westover, Ontario to 
Buffalo, N. Y. was to be increased to 145,000 b/d; at various points along the 
system a total of 8 breakout and receiving tanks were scheduled for construction. 
However, the Company has revised the programme planned for 1972. The 
revision calls for 124 miles of 48" line to be laid and 130, 000 h. p. to be added. 
Capacity of the system will be then raised by 127, 000 b/d to 1, 435, 000 b/d 
ex-Cromer, Manitoba. The balance of the initial programme remains 
unchanged and total cost is estimated at $76.5 million. 


February, 1972 J. G. Williamson 
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INTERPROVINCIAL PIPELINE’S CURRENT MARKETS 
SHOWING AREA & REFINERS & CAPACITY 


U.S.A. — DISTRICT#1 


* Not Available 


Pennsylvania Nomination 
Refinery (1) Capacity Canadian Crude 
Refiner Location b/sd For Jan. 1972 
United Refining Warren Zo, 000 13,000 
New York 
Mobil Oil Buffalo 39,900 37,400 
Ashland Oil Tonawanda 47,500 54,900 
87,400 105,300 
U.S.A. - DISTRICT #II 
Illinois 
Atlantic Richfield East Chicago 135,000 17,700 
Canada Cities Service oe M 56,000 215400 
Glark Oil Blue Island 65,000 30,100 
Shell Oil Wood River 245,000 6,000 
Texaco Lockport 76,000 9,300 
Union Oil Chicago 140,000 11,600 
717,000 96,100 
Indiana 
American Oil Whiting 303,000 26,600 
Gladieux Refinery Fort Wayne 6,500 1,000 
Laketon Laketon 15,400 %* 
324,900 27,600 
Michigan 
Bay Refining Bay City 17,000 13,600 
Crystal Refining Carson City 6,200 1,200 
Leonard Refining Alma 29,000 13,300 
Marathon Oil Detroit 48,000 11,200 
Osceola Refining West Branch 8,000 5,400 
Mobil Detroit 44,600 * 
152.000 45,400 
Minnesota 
Ashland Oil St. Paul 47,500 23500 
Gt. Northern Oil Pine Bend 87,000 82,300 
Continental Oil Wrenshall 17,000 13,100 
1515500 118,900 
North Dakota 
American Oil Lignite 50,000 7,000 
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Ohio 
Refinery (1) Capacity 
Refiner Location b/sd 
Ashland Oil Canton 57,000 
Gulf Oil Toledo 46,800 
Sohio . 117,600 
sun ODL ET2000 
333,400 
Wisconsin 
Murphy Oil Superior 34,000 
(1) Refining Capacity 1,826,000 
CANADA 
Saskatchewan 
Consumers Co-Op Regina 21,200 
Gulf Oil Moose Jaw £3,500 
Imperial Oil Regina 52,200 
OT ARS, 
Manitoba 
Imperial Oil Winnipeg 21,000 
Shell Oil St. Boniface 26,500 
47,500 
Ontario 
B. P. Canada Oakville 35,000 
Dome Petroleum Sarnia 30,000 
Gulf Oil Clarkson 55,400 
Imperial Oil Sarnia 126,800 
Shell Canada Oakville 42,000 
. af Sarnia 50,000 
Sun Oil = 33°, 000 
Texaco Port Credit 40,000 
412,200 
(1) Refining Capacity 499,900 
Total Refinery Capacity District #II (1) 
Total Refinery Capacity I.P.L.'s Customers District #1 C1) 


Cr) 


Average deliveries through I.P.L. System District #1 & #11 1970 
Average deliveries through I.P.L. System District #I & #11 1971 
U.S. import duty 10.5¢ per barrel on crude having gravity above 
Zone Leandw 325C Der sDArTLelepeLow son Abus 


(1) As of January 1, 197i - Capacity shown on the basis of the more 
conservative stream day. 


ar 


* Not available 
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Nomination 
Canadian Crude 
For Jan. 1972 


23,300 
33,000 
17,000 
73,300 


pers ee 


SLUT H20 


SSS SS 


19,000 

2,000 
21,600 
42,600 


22,500 
27,400 
49,900 


37,500 
9,630 
56,700 
114,000 
34,400 
61,700 
38,500 
39,300 
391,730. 
484,230 


3,458,681 b/sd 
114,500 b/sd 


3,573,181 b/sd 
403,963 b/d 


475,000 b/d 
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Interprovincial Sipe Sine Company 


Ae DAO NEWS RELEASE 


FOR IMMEDIATE RELREASE JulyeZ0, 71972 


(_ Interprovincial Pipe Line Company's consolidated net income 


tea ean ore 


neem 


(unaudited) for the first six months of 1972 amounted to $19.2 million 
equivalent to 75¢ per share. During the same period in 1971, the company 


earned $16 million or 63¢ per share. 


Deliveries of crude oil, refined products, and natural gas 
liquids during the first half of 1972 averaged 1,065,000 barrels per day 
as compared to 943,000 b/d during the same period in 1971. Shipments to 
the United States increased to 558,000 b/d from the 445,000 b/d averaged 


inet hnemiirste six months oL L971: 


The 1972 expansion program is proceeding on schedule and it is 
now expected that it will be completed by year end within the original 


COstrescimace. 
A quarterly dividend of 23¢ per share was declared today payable 
September 1 to shareholders of record August 8, 1972. 


mC Yop 


D. G. Waldon 
‘President 


7 King Street East 
Toronto, Ontario 
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ARI7 


PRESS RELEASE January 126501972 


INTERPROVINCIAL PIPE LINE COMPANY announced today that consolidated 
net income (unaudited) for 1971 amounted to $35.6 million equivalent to. 
$1.40 per share. In 1970 the company earned $29.5 million or $1.16 per 


share. 


Crude oil and natural gas liquids delivered by the system in 1971 
averaged 977,350 barrels per day, 8.5% more than the 900,919 b/d averaged 


al O70 


The company also announced that consistent with its policy of 
adjusting tariffs as throughputs and earnings warrant, effective April l, 
1972, it is reducing its short haul rates by amounts varying from .6¢ to 
2¢ per barrel and its long haul rates by 1¢ per barrel. This is the fifth 
time the company has reduced its tariffs since eemenetAT operations in 


1950 and they have never been increased. 


At their meeting today, the Board of Directors also increased 
thenquarcerly dividend by LG per=share. (The March 1, 1972. dividend’ will 
be paid at the rate of 23¢ per share to shareholders of record on 


February 7. 


D. G. Waldon 
President 


Interprovincial Pipe Line Company 
Room 901, 7 King Street East 
Toronto 210, Ontario 
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EXECUTIVE OFFICE—7 King Street East, Toronto, Ontario M5C1A2 


HEAD OFFICE AND OPERATING HEADQUARTERS— 
10015—103 Avenue, Edmonton, Alberta T5J 2J9 


STOCK TRANSFER AGENTS 


The Royal Trust Company—Toronto, Montreal, Halifax, Winnipeg, Regina, 


Edmonton, Vancouver 


Chemical Bank, New York 


STOCK REGISTRARS 


Montreal Trust Company—Toronto, Montreal, Halifax, Winnipeg, Regina, 
Edmonton, Vancouver 


Bank of Montreal Trust Company, New York 


DIVIDEND DISBURSING AGENT 
The Royal Trust Company— 
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Annual General Meeting—2.30 p.m. April 171, 1973, 
Roof Garden, Royal York Hotel, 100 Front Street 
West, Toronto 


For the purpose of the new Canadian capital gains tax 
effective January 1, 1972, the Valuation Day price (at 
December 22,1971) of the company’s capital stock 
was $30.63. 


Cover picture—Welding a section of 48-inch pipe 


DIRECTORS 


LORENZ P. BLASER 
Senior Vice-President, Gulf Oil Canada Limited, Toronto 
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HIGHLIGHTS 


FINANCIAL 


Transportation revenue 
Other income - - - 


Expenses, excluding 


taxeS- - - - - 
Income and other taxes 
Earnings - - - - 
pershare- - - - 
Dividends - - - - 
pershare- - - - 


Capital expenditures - 


STATISTICAL 


Deliveries (barrels per day) 


By Quarters 


First - - - - 


Second = 9S 6s 
Wiel = = = = 
OWI = = = = 


Yearly average - - 
Highest month - - 
Lowestmonth - - 


Barrel miles (millions) - 


Number of employees— 


December 31 a 


Investment in plant per 
employee - - - 


Percentage 

1972 LO7A Increase 

$164,207,000 $144,393,000 13.7% 
$7 $1,689,000 3S 32,871,000 

$ 75,507,000 $ 67,394,000 12.0% 

$ 50,305,000" ~$ 44:5230,000 113.7% 

$ 40,084,000 $ 35,640,000 12.5% 
o1257 $1.40 

$ 23,976,000 3 21,892,000 9.5% 
$0.94 $0.86 
$ 66,022,000 $ 44,783,000 
TpLGOss 988,235 
1,014,416 897,840 
1,104,344 993,929 
226,166 O26, 707 

1145513 O77 300s i 4cilive 
1,341,810 1,071,613 
997,720 844,940 

573,456 488,862 17.3% 

706 677 4.3% 
S (1,004,000: $ 954,000 


DIRECTORS’ REPORT TO SHAREHOLDERS 


The steadily increasing demand for refinery 
feed stocks In all areas served by the company, 
together with a further easing of import re- 
strictions on Canadian crude into the United 
States, resulted in another very successful 
year for Interprovincial. Deliveries of crude oil, 
natural gas liquids, and refined products 
totalled 408 million barrels—some 51 million 
more than in 1971—and earnings reached a 
new high of $1.57 per share. 


Deliveries of Canadian crude oil in the United 
States in 1972 averaged 576,667 barrels per 
day (plus 8,602 b/d of U.S. domestic crude) 
as compared to 467,603 b/d (plus 2,786 b/d 
U.S. crude) in 1971 and for the first time 
exceeded deliveries in Canada which averaged 
530,244 b/d. The quota for 1972 for the area 
of the United States east of the Rocky Moun- 
tains was initially established at 540,000 b/d 
and by the end of the year had been increased 
to 582,000 b/d, both exclusive of natural gas 
liquids. For 1973 the quota has been set at 
675,000 b/d, again exempting natural gas 
liquids. 


However, with the current shortage of petro- 
leum products in the United States the U.S. 
refiners have been drawing heavily on their 
allocations of Canadian crude and as a result 
exports via the Interprovincial/Lakehead sys- 
tem alone during the first two months of 1973 
have been averaging in excess of 800,000 b/d. 
This has prompted the Canadian government 
to initiate export controls effective March 1, 
1973, as there is concern that certain Canadian 
refineries might not be able to purchase all the 
crude oil they require. Indications are that the 
allowable level of exports will be only mar- 
ginally less than current nominations and that 
the National Energy Board will be holding 


public hearings shortly regarding oil exports 
over the longer term. 


Possibly the most far-reaching development in 
1972 was the start of the 48-inch looping pro- 
gram. This is the largest diameter pipe ever 
used In an oil line in the Western Hemisphere 
and as described elsewhere in this report, the 
construction of 126 miles in the form of 22 
loops between Edmonton, Alberta and Sup- 
erior, Wisconsin was completed before the 
end of the year, well within the original cost 
estimate. Some problems in handling the 48- 
inch pipe were encountered but for the most 


Winter construction in Minnesota 


: ser 
a 


Summer construction in Saskatchewan 


part the work went well and valuable experi- 
ence was gained. 


Not all the new pumping units were in opera- 
tion by year end, however, and as_ a result the 
full capacity increase of 127,000 b/d to 
1,435,000 b/d ex Cromer, Manitoba was not 
available until February 1973. 


To keep pace with the expansion taking place 
in the producing industry in Western Canada, 
it has been decided to increase the capacity 
of the pipe line system in 1973 by the maxi- 
mum amount practicable short of commen- 
cing looping out of Superior. This works out to 
120,000 b/d ex Cromer and, subject to the 
approval of the National Energy Board as 
regards the additional facilities in Canada, will 
be accomplished by fully powering the existing 
two lines out of Superior and adding looping 
and horsepower as required between Edmon- 
ton and Superior—and between Sarnia, Ontario 
and Toronto/Buffalo. Capital expenditures in 
1973 are estimated at $106 million. 


4 


Interprovincial continues as an active partici- 
pant in Mackenzie Valley Pipe Line Research 
Limited and the long-awaited feasibility study 
on a 48-inch line from the North Slope of 
Alaska to Edmonton was finally released in 
January 1973. This report concludes that such 
a line is technically feasible and could be con- 
structed and operated without major or Ir- 
reparable damage to the Arctic environment. 
The line would be 1,738 miles in length and 
complete with sufficient pumping stations to 
provide a capacity of 1.8 million b/d, would 
cost about $3.4 billion. 


The companies that have discovered oil on the 
North Slope of Alaska, however, favour a pipe 
line across Alaska (Alyeska) and to date not 
enough additional oil has been found in either 
the North Slope of Alaska or the Canadian 
Arctic to justify a second oil line through 
Canada. Extensive exploration and drilling 
is under way in the Canadian Arctic, how- 
ever, and as a consequence Mackenzie Valley 


is continuing studies on an all-Canadian line 
out of the Mackenzie Delta. Such a line would 
be 1,400 miles long and would cost sub- 
stantially less than $3.4 billion. 


Early in 1973 Lakehead began delivering oil 
at Griffith, Indiana to an existing 12-inch pipe 
line that runs from the Chicago area to the 
State of Kansas. During the second quarter of 
1973 production from the recently discovered 
oil fields in the State of Michigan is scheduled 
to be delivered to Lakehead at two new receiv- 


ing points for transportation to the Buffalo area. 


Two refineries in Ontario have announced 
capacity increases totalling 80,000 barrels per 
day for completion in late 1974. Also late in 1974 
refined products are scheduled for movement 
as far as Gretna, Manitoba. Studies are contin- 
uing on the possibility of moving specification 
propane and butane as far as Superior. 


Financial Review 


The Consolidated Financial Statements and the 
Notes, appearing on pages 12 through 19, 
include the accounts of Interprovincial Pipe 
Line Company and its subsidiaries, all of which 
are wholly owned. These are Lakehead Pipe 
Line Company, Inc., which owns and operates 
the portion of the pipe line system in the United 
States, and its subsidiary, Pipe Line Service 
Company, Inc., which owns Lakehead’s air- 
craft and radio communication system. Inter- 
provincial also has a Canadian subsidiary, 
Interprovincial Pipe Line Patrol Company 
Limited which is inactive. 


Income and Expenses 


Deliveries were 14% higher than in 1971 and 
throughput in terms of barrel miles was up 17%. 
However, as a result of the reduction in tariffs 
effective April 1, 1972 (for details see Tariff 
section) Transportation revenue only in- 
creased 14% to $164.2 million. 


Other income was down $1.2 million due to 
less short term investment income. As funds for 
the 1972 construction program in Canada were 
entirely provided from internal sources, less 
surplus funds were available for investment. 


Operating and administrative expenses of 
$37.7 million were $6.4 million higher than in 
1971. Fuel and power costs required to pump 


the additional throughput increased $5.5 
million to $18.7 million with salaries and re- 
lated benefits increasing to $10.1 million 
compared to $9.1 million in 1971. 


Property taxes continued to increase as a result 
of additions to the pipe line system and higher 
mill rates. 


Provision for depreciation was also higher as a 
result of the $44.8 million capital expenditures 
in 1971. Interest showed only a slight increase 
with the added interest on Lakehead’s $30 
million 7.60% debenture issue of August 1, 
1972 being almost offset by lower interest costs 
as a result of debt repayment. Interest capital- 
ized amounted to $616,000 in 1972. 


Earnings and Dividends 


Earnings for the year were $40.1 million, an 
increase of $4.4 million or 12.5% over 1971. 
Earnings per share were $1.57 compared to 
$1.40 the previous year. 


Dividends paid to shareholders totalled $24.0 
million and represented 60% of earnings com- 
pared with $21.9 million and 61% in 1971. The 
1972 dividend totalled 94¢ per share com- 
pared to 86¢ In the previous year. 


How Interprovincial’s Revenue Was Used 


in millions of dollars 


© Earnings & Taxes ® Operating Expenses 
| Depreciation @ Interest 
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other liquid hydrocarbons by pipe line at 
established tariffs. Effective April 1, 1972 the 


S 

company reduced its short haul rates by 
ng from 0.6¢ to 2.0¢ per 

long haul rates by 1¢ per barrel. 


Rates from the two main receiving points to the 


orincipal delivery points are now as follows: 
Rates for light crudes 
Cents per barrel 
From 
To Edmonton Cromer 


Hedinia © ok any ee eel eee ee 
Gretna- - - - - - - 278 10.3 
learbrook- - - - - - 31.0 14.9 
Superior - - - - - - 349 20.6 
Toledo - - - - 52.0* 40.9* 
Chicago - - - - - - 440 32.6 
Sari ee ee A 
Torontoarea - - - - - 50.0 389 
Buffalo - - - - - - 520 40.9 


The rates for heavier crudes, natural gas liquids, 
and refined products are slightly higher. 


Operations 


Receipts into the system averaged 1,121,800 
barrels per day—14% increase over the 982,000 
b/d averaged in 1971. As in the past several 
years, nearly all the growth was from Alberta. 


Receipts— 
(thousands of barrels per day) Oz: mae 
Alberta - - - - - S770 743.4 
Saskatchewan - - - DNAS 2d 0 
Manitoba - - - - ARS) 15.6 
Ontario - - - - - 3.2 2.9 
UnitedStates - - - 8.4 oe 
al co 982.0 


Deliveries averaged 1,115,500 b/d, an increase 
of 138,100 b/d or 14% over 1971. In December 
1972 the company commenced delivering 
Alberta crude at Regina to a new 12-inch 
diameter pipe line system which connects with 
an existing system in Montana. 


Deliveries—by location 


(thousands of barrels per day) 1 SY 1971 
Canada 
Western Canada- - 115.3 Ren 
Ontario -~ - - - 414.3 390.8 
oc OY 507.0 
United States 1972 1971 
Minnesota-Wisconsin 1755 1:59:2 
Ilinois-Indiana - - Ach Gore 
Michigan-Ohio - - WO) W204 
New York-Pennsylvania 121.4 101.8 
boos 470.4 
15 977.4 
Deliveries—by type 
(thousands of barrels per day) — 1971 
Crude oil— 
Conventional - 943.8 881.0 
Oilsands - - 45.2 40.7 
Natural gas liquids— 
Condensate - - See) 30.38 
Propane/butane/ 
condensate mix oe.) 12.8 
Refined products - 205 Tal 
iy lens: 977.4 


Construction 


1972 Review 
Capital expenditures during the year totalled 
$66 million. The largest expenditure was for 


the installation of 126 miles (increased from 
124 miles) of 48-inch pipe between Edmonton 
and Superior, and for 18 miles of 20-inch pipe 
between Westover, Ontario and Buffalo. Both 
of these projects were completed and placed 
in Operation before year end. Not all the 28 
new pumping units and eight new tanks were 
completed by the end of the year however, 
and an additional $4 million will be expended 
in 1973 to complete these items and install 
two 5,000 horsepower electric pumping units 
in Western Canada which were deferred until 
Oyo: 


The original cost estimate was $77 million but 
this was reduced to $70 million when equip- 
ment costs and contractors’ charges were 
known. 


1973 Forecast 

The 1973 program, together with the amount 
required to complete 1972 projects, is expected 
to result in capital expenditures of $106 
million. This program will increase the capacity 
of the pipe line system by a further 120,000 
b/d to 1,555,000 b/d ex Cromer. 


New tank at Edmonton being painted 


This is the maximum increase practicable short 
of commencing looping out of Superior 
and will be accomplished by fully powering 
the present two-line system out of Superior 
and adding looping and horsepower between 
Edmonton and Superior and out of Sarnia, 
as required. 


The major expenditure will be for 203 miles of 
48-inch looping between Edmonton and 
Superior—142 miles in Western Canada and 
61 miles in the State of Minnesota—in the 
form of 28 loops on the existing 34-inch line. 
It was originally thought that 83 miles would 
be required in Minnesota but a means of 
reducing this to 61 miles has been found. In 
addition, 21 electric pumping units (including 
the two units deferred from 1972 mentioned 
earlier) totalling 62,000 horsepower will be 
added to existing stations in this section of the 
line and four 1,200 horsepower diesel units 
at Edmonton will be retired. 


A 5,000 horsepower electric pumping unit 


The capacity of the 34-inch line between 
Superior and Chicago will be increased from 
655,000 b/d to 740,000 b/d by the installation 
of 18 electric units totalling 52,500 horse- 
power at ten locations. 


The capacity of the line between Superior and 
Sarnia via the Straits of Mackinac will be 
slightly increased with the addition of 3 
electric units totalling 7,500 horsepower at 
three locations. 


The second line between Sarnia and Port 
Credit, Ontario will be completed as far as 
Oakville by the installation of 28 miles of 20- 
inch pipe. Four miles of 20-inch pipe in one 
loop, plus one 2,000 horsepower electric unit, 
will be installed on the Westover to Buffalo 
line. These additions will increase the capacity 
ex Sarnia by 35,000 b/d to 390,000 b/d. 


Seven receiving and break-out tanks will also 
be erected throughout the system—one 


390,000 and two 200,000 barrel tanks at Ed- 
monton; one 120,000 barrel tank at Cromer; 
two 390,000 barrel tanks at Griffith; and one 
150,000 barrel tank at Sarnia. 


To improve safety standards for handling natu- 
ral gas liquids and refined products, 37 main- 
line block valves will be installed on the No. 1 
line between Edmonton and Superior and 18 
of such valves will also be installed on the 
Northern 30-inch line between Superior and 
Sarnia. Certain station modifications will also 
be made. 


Capacity 

The annual average physical capacities of the 
various sections of the system that will be 
available for 1973 and 1974 operations are 


as follows: 
Thousands of 
Barrels per day 


Line Section 1973 1974 
Edmonton-Regina ed OCs MOS 
Regina-Cromer - - - - 1,357 1,466 
Cromer-Gretna - - - - 1,435 1,555 
Gretna-Superior - - - - 1,435 1,555 
Superior-Sarnia 

via Straits of Mackinac - 538 545 
Superior-Chicago- - - - 655 740 
Chicago-Sarnia - - - - Shs) 379 
Sarnia-Port Credit - = = SOO 390 
Westover-Buffalo- - - - 145 151 


The above capacities assume that all required 
horsepower is fully operational at all times. 


THE PIPE LINE TRANSPORTATION SYSTEM 
(as at December 31, 1972) 


Miles of right-of-way - - - 
Miles lOreinclnalinemeipe = =) y= 2 =o 
Number of pumping stations - - - - - 
Installed horsepower—diesel - - - - - 

—electric - - - - - 


lO tale eee ieeer of gee = Vcr) y= 


Line fill, in barrels, (provided by shippers) — - 
Tankage capacity, in barrels - - - - - 


Separate streams transported- - - - - 


However, with 342 pumping units now in 
operation at 66 different locations, upsets are 
inevitable and sustainable capacity is slightly 
less than the above figures. 


General 


Mr. J. W. Morgan resigned from the Board of 
Directors in May 1972 upon his retirement from 
Gulf Oil Canada Limited. Mr. L. P. Blaser, Senior 
Vice-President of Gulf was appointed to fill his 
unexpired term. In November, Mr. R. H. Reid, 
Vice-Chairman of the Board of London Life 
Insurance Company and a Director of the 
company since 1952, passed away. Both Mr. 
Morgan and Mr. Reid made important con- 
tributions to the success of the company, In 
their particular fields. 


The directors and management take this oppor- 
tunity to express their appreciation to all 
employees for the high level of performance 
maintained throughout the year. 


On behalf of the Board of Directors 


aL) 


President 

Canada United States Total 
1,007 1,740 2,747 
2,915 2,435 5,350 
28 38 66 
42,720 96,335 139,055 
409,450 296,150 705,600 
452,170 392,485 844,655 
9,837,000 10,899,000 —_ 20,736,000 
7,665,000 6,263,000 13,928,000 
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INTERPROVINCIAL PIPE LINE COMPANY and its United States Subsidiary 
LAKEHEAD PIPE LINE COMPANY, INC. 
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Interprovincial Pipe Line Company and subsidiary companies 


CONSOLIDATED STATEMENT OF EARNINGS 


Year ended December 31 


1972 1971 
/ncome: 

Transportation revenue - - - - - - - -  $164,207,000 $144,393,000 
Otherincome - - - - - - - - - - = 1,689,000 2,871,000 


165,896,000 147,264,000 
Expenses (Note 1): 


Operating and administrative- - - - - - - 37,696,000 31251000 
Property and other taxes - - - - - - - - 9,612,000 8,814,000 
Provision for depreciation - - - - - - - 19,674,000 18,115,000 
Interest on longterm debt - - - - - - - 19,010,000 18,890,000 
Foreign exchange- - - - - - - - - = (873,000) (862,000) 
85,119,000 76,208,000 

Earnings before income taxeS - - - - - - - 80,777,000 71,056,000 


Provision for income taxes (Note 1): 


Current - - - - - = = = = = = = 30,192,000 27,666,000 
Deferred - - - - - = = - = = = = 9,613,000 8,065,000 
Deferred investment tax credits - - - - - - 888,000 (315,000) 
40,693,000 35,416,000 

Earnings forthe year - - - - - - - - - §$ 40,084,000 $ 35,640,000 
Earnings per share (Note 1) - - - - - =- - S157 $1.40 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended December 31 


1972 1971 
Balance at beginning of year - - - - - - -  §$ 87,490,000 §$ 73,742,000 
Earnings forthe year - - - - - - - - - 40,084,000 35,640,000 


127,574,000. 109,382,000 
Dividends paid—(per share: $0.94 - 1972; 


$0.86-1971) - - - - - - = = 23,976,000 21,892,000 
Balance atend ofyear - - - - - - - - - $103,598,000 $ 87,490,000 
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CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended December 31 


1972 1971 
Funds were provided from the following: 
Earnings forthe year - - - - - - - - - §$ 40,084,000 $ 35,640,000 
Add—Charges (credits) to earnings not affecting 
working capital : 
Depreciation - - - - - - - - = - 19,674,000 et S000 
Deferred income taxes- - - - - - - - 9,613,000 8,065,000 
Deferred investment tax credits - - - - - 888,000 (315,000) 
Oiiciee=) === 26> = = Ss = = Fs 251,000 214,000 
Funds provided from operations - - - 70,510,000 61,719,000 
Long term debt 
Debentures issued by Lakehead Pipe Line Com- 

PalivalnG. “sf = 8S eae ee 29,522,000 — 
Capitalstockissued - - - - - - - = - 886,000 572,000 
Sale of Redwater line - = = ee ee 1,500,000 — 
Other transactions a (229,000) 268,000 

102,189,000 62,559,000 
Funds were expended for the following: 
Dividends paid = - - = = - = = = = 23,976,000 21,892,000 
Additions to pipe line transportation system - - 66,022,000 44,783,000 
Long term debt retired or included in current liabilities 1 1,699;000 28,550,000 
Cost of issuing longterm debt - - - - - - 421,000 a 
102,078,000 95,225,000 
Change in working capital - - - - - - - = 11.000 (32,666,000) 
Working capital (deficit) at beginning of year-  - - (818,000) 31,848,000 
Working capital (deficit) atend of year - - - - $ (707,000) $ (818,000) 


is 


Interprovincial Pipe Line COMPANY «nd subsiciary companies 


CONSOLIDATED BALANCE SHEET 


ASSETS 


Current assets: 


(CES ooo eer Re eee Ra ay eg 
Term deposits with Canadian chartered banks - - 


Short term investments, at cost which is equivalent 
10 Tar Ket sna a ee 


Accounts receivable— 
Transportation charges SS a 
Other’ seta) (ete 25 oy ee eS ea 
Inventory of materials and supplies, at cost- - - 


Prepaid expenses - - - - - - - - - - 


Other Assets and Deferred Charges: 


Unamortized discount and expense on long term debt 
GN Otel) a ee es ee ee er ee ee 


(Ora egeesee oe ae Er ee a a “eee a 


Pipe Line Transportation System, at cost (Notes 1 & 2) 


Less—Accumulated depreciation - - - - - 


December 31 


NIP 


$ 654,000 


6,099,000 


6,401,000 


15,986,000 
744,000 
2,780,000 


833,000 


33,497,000 


3,342,000 


460,000 


3,802,000 


708,688,000 


202,330,000 


506,358,000 


$543,657,000 


V971 


$ 1,821,000 


10,593,000 


14,245,000 


11,377,000 
908,000 
3,064,000 


437,000 


42,445,000 


3,118,000 


87,000 


3,205,000 


646,172,000 


184,464,000 


461,708,000 


$507,358,000 


LIABILITIES 


Current Liabilities: 
Accounts payable- - - - - - - 
Interest accrued - - - - - - - 
Income and other taxes (Note 5) - - 


Current portion of long term debt - - 


Long Term Debt (Note 3) - - - - - 
Deferred Income Taxes (Note 1) - - - 


Deferred Investment Tax Credits (Note 1) - 


Shareholders’ Equity: 
Capital stock (Note 4)— 


Authorized— $100,000,000 divided into 


100,000,000 shares, par value $1 each 


Issued—1 972—25,526,985 shares - 


—1971—25,475,585 shares” - 


Contributed surplus—premium on shares (Note 4) 


Retained earnings (Note 1) - - - - 


Approved on Behalf of the Board: 
W.H. REA, Director 


D. G. WALDON, Director 


December 31 


W/Z 


1974 


§ 7,/13,000 $ 7,046,000 
3,3 1,000 3,300,000 
127,961,000 9,315,000 
107229/000 23,602,000 
34,204,000 43,263,000 
282,142,000 264,279,000 
66,486,000 56,873,000 
10,189,000 9,301,000 
25,527,006 
25,475,000 
Zio O00 20,677,000 
103,598,000 87,490,000 
150,636,000 133,642,000 


$543,657,000 


$507,358,000 
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Interprovincial Pipe Line Compa Ny and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of Interprovincial Pipe Line Company and 
its wholly-owned subsidiaries. These are Interprovincial Pipe Line Patrol Company Limited in Canada 
and Lakehead Pipe Line Company, Inc., and its subsidiary, Pipe Line Service Company, Inc. in the United 
States. 


Earnings of Lakehead are subject to a 15% U.S. withholding tax when paid as dividends to Interpro- 
vincial. It has not been considered necessary to provide for this tax on Lakehead’s retained earnings of 
$41,963,000 U.S. at December 31, 1972 because they have been reinvested in that company. 


FOREIGN EXCHANGE 


United States dollar amounts have been translated into Canadian dollars on the following bases: 
Current assets and liabilities—at the rate of exchange December 31; 


Other assets and liabilities—at historical rates of exchange except for accumulated depreciation 
which is translated on the basis of equivalent Canadian dollar cost of the related fixed assets; 


Income and expenses—at monthly rates of exchange except provision for depreciation which is 
translated on the same basis as the related fixed assets. 


Net gains arising from the foregoing methods are shown on the Consolidated Statement of Earnings as 
Foreign exchange. 


DISCOUNT AND EXPENSE ON LONG TERM DEBT 


The balance of unamortized discount and expense is being amortized on the straight-line method over 
the life of the debt with adjustments as debt is retired. The amortization charge amounted to $197,000 
Ton O2s 


PIPE LINE TRANSPORTATION SYSTEM AND DEPRECIATION 


Expenditures for system expansion and major renewals and betterments are capitalized whereas main- 
tenance and repair costs are charged to operating expenses as incurred. 


The companies capitalize interest during the construction period on funds borrowed for additions to the 
pipe line transportation system. This amounted to $616,000 during 1972. 


The companies provide for depreciation of fixed assets on the straight-line method, at annual rates 
which will amortize the cost of depreciable properties over their estimated service lives, after taking into 
account possible salvage values. The rate of depreciation on the pipe line transportation system averages 
approximately 3%. 


When fixed assets are retired or otherwise disposed of, the cost and accumulated depreciation are cleared 
from the related accounts and any resultant profit or loss is credited or charged to accumulated depre- 
ciation, except for extraordinary disposals for which the profit or loss is included in earnings. 


DEFERRED INCOME TAXES 


Under Canadian and United States income tax regulations more depreciation may be deducted for tax 
purposes than the amount recorded in the accounts; also, during construction periods interest capitalized 
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and, in the United States, sales and property taxes capitalized, may be claimed for tax purposes in the 
year incurred. The companies are using the maximum deductions permitted for tax purposes which 
result in deferment of taxes to future years when amounts deductible will be less than the depreciation 
recorded in the accounts. 


DEFERRED INVESTMENT TAX CREDITS 

During the period 1962 through 1969 for investment tax credits and commencing again during 1971 for 
job development credits, the United States subsidiary companies are allowed credits against income 
taxes payable of a specified percentage of the cost of most depreciable assets acquired and placed into 
service. These credits have been deferred and are being taken into earnings over the tax life of the related 
assets for the investment tax credits and the book life of the related assets for the job development 
credits. 


EARNINGS PER SHARE 


Earnings per share are computed on the weighted average number of shares outstanding during the 
year. There would be no material dilution of earnings per share if the share purchase warrants and stock 
options had been exercised during the year. 


PENSION PLANS 


The companies have pension plans which cover substantially all employees. The principal amount of the 
unfunded liability for past service benefits was approximately $5,000,000 at December 31, 1971. This 
amount, together with interest, will be charged to earnings over a period of up to twenty years. Total 
costs of the plans in 1972 amounted to $1,007,000 of which $351,000 was applicable to past service 
benefits. The companies fund accrued pension costs. 


2. PIPE LINE TRANSPORTATION SYSTEM: 
ACCUMULATED DEPRECIATION: 
The pipe line transportation system and accumulated depreciation by major classes are as follows: 


Investment, Accumulated Net investment 
at cost depreciation December 31 
December 31, 1972 1972 1971 


(in thousands of dollars) 


[Bal Cie-na eee est Be eo ce = S274 3 Ze! eats 0) 
Rights-of-way - - - - - - - =- - 12,718 S Ole? 9,666 10,114 
Pipeline - - - - - = = = = = 502,676 152298) 350,378 324,375 
Pumping equipment, buildings andtanks - - 175,986 46,980 129,006 123,843 
Construction in progress - - - - - - 15,134 — 115) 134 1,196 


$708,688 $202,330 $506,358 $461,708 


It is estimated that 1973 capital expenditures will amount to approximately $106,000,000. These will 
be financed by additional borrowing, details of which have not yet been determined, and by funds 
generated within the companies. 


V7. 


3. LONG TERM DEBT: 
Me Outstanding December 31 
Originally 


issued 1972 As 


(in thousands of dollars) 


Interprovincial Pipe Line Company— 


First Mortgage and Collateral Trust Bonds— 


Series C—4% due April 1, 1973 (to berefinanced)- - - $60,000U.S. $ 11,944 §$ 11,944 
D—3%% due April1,1974 - - - - - - - 30,000 U.S. b9S2 8,276 
E—5%% due April1,1985 - - - - - - - 12,000 Can. 9,746 10,210 

Sinking Fund Debentures (unsecured) — 

Series A—6% due November 1,1986 - - - - - - 35,000 Can. 29,400 30,704 

B—9%% due December 1, 1990 BO ee: Ee 60,000 Can. 60,000 60,000 
Bank Loan (unsecured) — 
Repayable: $5,000,000—1974; $10,000,000—1976 - - 15,000 15,000 


Lakehead Pipe Line Company, Inc.— 


Sinking Fund Debentures (guaranteed by Interprovincial) — 


Series A—6%% due August1,1992 - - - - =- - 30,000 U.S. S2e20e 32,298 
B—7%% due April 15, 1993 elas. ea nee 75,000 U.S. 80,754 80,754 
C—7.60% due June 15,1997 - - - - =- - 30,000 U.S. ZZ 2 —_ 

Bank Loan (guaranteed by Interprovincial) — 
$7,000,000 U.S.,repayablein1974 - - - - - - 7,546 15,093 


$282,142 $264,279 


Interprovincial and Lakehead bank loans bear interest at %% and %%, respectively, above applicable 
prime bank rates. Repayment of these loans may be accelerated at any time without penalty. 


Principal repayments required on Long Term Debt for the years 1974 through 1977 are $20,343,000, 
$6,102,000, $20,625,000 and $10,699,000 respectively. 


The First Mortgage and Collateral Trust Bonds of Interprovincial are secured by a charge on all assets 
of the company; no further Bonds may be issued. 


4. CAPITAL STOCK: 


Share purchase warrants were issued in 1966 with the Series A Sinking Fund Debentures. Each warrant 
entitles the holder to purchase one share of capital stock of the company for $17 on or before November 1, 
1976. During 1972 warrants to purchase 23,550 shares were exercised for a total cash consideration of 
$401,000, leaving 845,425 share purchase warrants outstanding at December 31, 1972. 


Under the Employee Incentive Stock Option Plan, 250,000 authorized shares of the capital stock have 
been reserved for issuance upon the exercise of stock options which may be granted to full-time em- 
ployees at not less than 90% of market value of the shares on the day that an option is granted. Options 
may be granted for a term not exceeding ten years and are exercisable only after one year of employment 
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from date of grant. During 1972 options for 27,850 shares were exercised for a total cash consideration 
of $485,000 and no options were granted. At December 31, 1972 options were outstanding as follows: 


Exercisable on or before April 8, 1979 at $17 pershare....................... 39,500 shares 
Exercisable on or before April 7, 1980 at $20.50 pershare..................... 45,000 shares 
Exercisable on or before April 13, 1981 at $25.80 pershare.................... 52,000 shares 

136,500 shares 


Outstanding options include 21,500 shares to officers, including the one director who is a full-time 
employee. At year end 52,500 shares were available for future grants. 


Cash received from the exercising of share purchase warrants and stock options was credited to Capital 
stock to the extent of $1 par value for each share issued and the remainder of $834,000 was credited 
to Contributed surplus. 


5. MICHIGAN FRANCHISE TAX: 


The State of Michigan has issued assessments against Lakehead for franchise tax for the years 1957 
through 1972. This tax imposes an annual fee upon all corporations for the privilege of doing business 
in Michigan. Counsel has advised that the assessments are unconstitutional when imposed on corpor- 
ations engaged solely in interstate and foreign commerce. Lakehead has commenced litigation against 
the State of Michigan to have the assessments set aside. 


Pending determination of the issue, the company has been providing annually for the tax and interest 
involved which amount to $2,604,000 at December 31, 1972 of which $287,000 was provided in the 
current year. The tax and interest will be deductible for income tax purposes at the time any assessments 
are paid and accordingly the tax effect has been included in Deferred Income Taxes. 


6. REMUNERATION OF DIRECTORS AND OFFICERS: 


In 1972 aggregate remuneration of twelve directors, one of whom is not paid as a director, was $31,000. 
Aggregate remuneration of four officers, two of whom are directors including one who is not paid as an 
officer, was $122,000. None of the directors or officers has received remuneration from any of the 
company’s subsidiaries. 


AUDITORS’ REPORT 


To the Shareholders of 
INTERPROVINCIAL PIPE LINE COMPANY: 


We have examined the consolidated balance sheet of Interprovincial Pipe Line Company and sub- 
sidiary companies as at December 31, 1972 and the consolidated statements of earnings, retained 
earnings and source and application of funds for the year then ended. Our examination was made in 
conformity with generally accepted auditing standards and accordingly included such tests of the 
accounting records and such other auditing procedures as we considered hecessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1972 and the results of their operations and the source and application of their funds 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Edmonton, Alberta PRICE WATERHOUSE & CO 
February 8,1973 Chartered Accountants. 
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1972 


| nte rp rovl Nn cla | P| pe L | ne Goa an pa ny FINANCIAL (in thousands of dollars except per share amounts) 


sect subsidiary agomnaiics Income —Transportationrevenue  - - - - - - 


Olan 2 a =) 2 = = = = = 

DE rte Expenses —Operating and administrative SHS Se 
—IPiojerny einel Gunns = = = = = = 

-Depreciation= ==. =5 a= eee 

Siac @ 28 = so Se Ss Se es = 

lincome taxes=: 0 200s =e) = 20 23 ene eee 

Earnimgs<s- = <2: = 2 elsy eS) =) eee 


Pemshalen Weld ntedlaVelra Gell wlll nn 
Dividends paid - - - - - = = = = = = 
Manes = 2 = S&S = 2S SS © & S © & 
OCOEMMACEOIERWNINGSs = = = 5s 2 = = = 
Workingeapital (deticit)\=— ssn see ne 


Funds provided from operations - - - - - - - 


Additions to pipelinesystem- - - - - - =- - 


Investment in pipe line system (cost) 


Longtermdebt - - - - - - - - = = = 


STATISTICAL 

Shares outstanding at yearend (thousands) - - - - 
Percentage of shares registered in Canada - - - -= 
Shareholders atyearend- - - - - - - =- - 


Number of employees atyearend - - - - - - 
Investment In pipe line system, per employee 3 eh 


Receipts (b/d) —Alberta- - - - - - - =- - 
-Senlencnewel co = = = = = = 
—=Memi@og = = = = = Ss = «= 
—Ontario eo eS oS ES eee 
Wine Sime = S <= 5 = = 5 


Deliveries (b/d) 
Canada —Western Canada- - - - - - =- - 
—Ontario - - - - - - - - = - 


United States —Minnesota-Wisconsin = 
—lIllinois-Indiana - - - - - - 
—Michigan-Ohio - - - - - - 
—New York-Pennsylvania - - - - 


BArelmMCS (millones) + = = = = Ss = a = 
Average mileage per barrel delivered - - - - - - 
Average transportation revenue—per barrel - - - - 

—per100 barrel miles - 
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1971 


144,393 
2,871 
30,389 
8,814 
18,115 
18,890 
35,416 
35,640 
1.40 


ZAeeoe 
0.86 
61% 


(818) 


615/19 


44,783 
646,172 


264,279 


25,476 
93% 
OE 56 


677 
954,000 


743,411 
217,034 
HOARD 
BUS 
3228 
981,999 


1970 


Ser hOM 
1,643 
27,350 
9,643 
1748) 
18,810 
32,531 
29,497 
1.16 


20,352 
0.80 
69% 


31,848 


52,825 


W775 
COZ ei 2 


292,829 


25,443 
93% 
21,066 


641 
940,000 


lolobeeisy4 
224,890 
16,452 

817 

2 eye) 


904,120 


116,386 
380,570 


496,956 


142,686 
49,836 
WAN ee 
89,619 


403,963 


900,919 


444,318 
1,351 
40.7¢ 
3.01¢ 


1969 


114,465 
994 
25,894 
8,338 
16,070 
13,898 
26,833 
24,426 
0.96 


18,316 
0.72 
75% 


(10,490) 


49,137 


10399 
587,340 


265,184 


25,439 
92% 
PN ING 


603 
974,000 


542,093 
225,759 
17,489 
550 


785,887 


111,504 
Soll 22710) 


462,774 


135,451 
105,540 
72,206 
Shonen 
TE SST 


366,287 
290s 
40.4¢ 
3.13¢ 


1968 


106, 5877 
1,049 
20-196 
5/89 
NS OMT, 
8,608 
2) ST) 
23,334 
O92 


18,316 
0.72 
78% 


(14,122) 
45,864 


114,189 
One 


223,470 


25,439 
91% 
21,486 


562 
923,000 


475,437 
236,613 
17,524 
205 


TEMAS 


106,832 
338,624 


445,456 


116,196 


96,847 
58,228 


TEN WA 
UNO Zi 


SoTL Ws: 
1,288 
40.2¢ 
Cale 


1967 


927893 
1,548 
22,703 
4,636 
12,683 
DOo7 
ZOnon 
DDI SIAS 
0.89 


18,315 
0.72 
81% 

Ciozm 


39,053 


76,721 
405,657 


141,191 


25,439 
90% 
18,321 


621 
653,000 


386,331 
239,466 
15,863 


3,502 


645,162 


107,050 
SH oo) 


425,019 


G7,37/ 1 


60,344 
54,556 


22271 
637,290 


289,691 
1,245 
39.9¢ 
3.21¢ 


1966 


87,/87 
120s) 
19,687 
4,292 
12,346 
4,274 
25,884 
ELSES 
0.89 


18,314 
0.72 
81% 


24,409 


35,286 


4,513 
334,507 


WARS Orsi7/ 


25,436 
89% 
16,290 


DIS 
558,000 


340,263 
245,435 
14,812 


6,836 


607,346 


106,817 
320,145 


426,962 


94,054 


44,159 
39,769 


W/iIe82 
604,944 


267,354 
WA 
39.8¢ 
3.28¢ 


1965 


79,718 
574 
16,263 
4,098 
10,431 
4,006 
SAT) 
20,337 
0.80 


17,551 
0.69 
86% 

(12,177) 


32,648 


WAY 
330,676 


93,663 


25,436 
88% 
1G 


589 
561,000 


SS IZ3 
TIES TETATE 
14,110 


4,903 


561,713 


106,118 
308,226 


414,344 


86,318 


31,862 
2O,02 


143,701 
558,045 


241,264 
1,184 
Soe 
3.30¢ 


1964 


74,668 
31/5 
14,546 
4,24) 
10,174 
4,037 
22,783 
iSy202 
0.75 


16,787 
0.66 
87% 


(is? 572) 


30,989 


7,661 
320,023 


90,992 


25,436 
88% 
14,127 


2 
541,000 


271,366 
216,250 
12,608 


4,487 


604,711 


90,313 
RSS) 15).5)) 


375,869 


75,990 


30,596 
ZA One. 


128,098 


603.967 


2216911 
1,202 
40.5¢ 
3.37¢ 


1963 


69,636 
363 
13,543 
3,646 
9,547 
4,277 
21,206 
17,780 
0.70 


15,755 
0.62 
89% 


(16,057) 


30,443 


23,453 
312,670 


100,073 


25,415 
87% 
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523,000 


271,610 
190,281 
10,887 


4,178 


476,956 


88,176 
267,903 
356,079 


63,587 


34,178 
16,738 


114,503 
470,582 


207,724 
1,209 
40.5¢ 
3.35¢ 
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April 1, 1972 


INTERPROVINCIAL PIPE LINE COMPANY 


Interprovincial Pipe Line Company and its wholly owned subsidiary, Lakehead 
Pipe Line Company, Inc., own and operate the largest crude oil pipe line system 
in the Western Hemisphere— a 1,900 mile line stretching from Edmonton, Alberta, 
to Port Credit, Ontario, just west of Toronto. 


The system consists of three parallel lines from Edmonton to Superior; two 
lines from Superior to Sarnia, Ontario--one via the Straits of Mackinac and one 
via Chicago; and one line with 111 miles of loop from Sarnia to Port Credit, 
Ontario with a branch line with 46 miles of loop to Buffalo, New York. 


The Company operates as a common carrier and is engaged in the transportation 
of crude oil and other liquid hydrocarbons at established tariffs. 


HISTORY 


Interprovincial Pipe Line Company was incorporated by a special act of the 
Parliament of Canada in 1949. Lakehead Pipe Line Company, Inc., was incorporated 
in the United States in the same year. 


In 1950, the Company constructed a large diameter pipe line from Edmonton 
to Superior. This line, with an extension to Redwater, was 1,128 miles long and 
was in operation by December, 1950. 


Additional construction of loop lines, extensions of the main line, stations, 
tankage or other facilities has taken place each year since 1950. 


SYSTEM HIGHLIGHTS 


1950 -- Original line from Edmonton to Superior, plus a leg from Redwater to 
Edmonton completed in a record 150 days. Total length 1,128 miles. 


1953 -- Line extended from Superior to Sarnia, via Straits of Mackinac, with 30- 
inch pipe. In addition, 134 miles of 24-inch pipe completed between 
Regina and Gretna. 


1957 -- System extended from Sarnia to Port Credit, near Toronto, involving 
construction of 156 miles of 20-inch pipe. In addition looping completed 
between Regina and Superior, giving the system a complete second line on 
this section. 


1958 -- Second line completed between Edmonton and Regina with addition of 82 
more miles of 24-inch pipe. This completed the second line between 
Edmonton and Superior. 


1962 -- First of 34-inch pipe added between Clearbrook and Deer River, in 
Minnesota, with 39 miles of line looping. 


1963 -- Lateral 12-inch, 92-mile line to Buffalo completed in late spring. The 
34-inch looping program continued, with 166 miles of pipe added -- 41 
miles in Manitoba and 125 miles in Minnesota. 


1966 -- Work begun on a $4,700,000 modernization program, to include electrific- 
ation of pumping stations in Manitoba and remote control of the system 
between Edmonton and Superior. Line-looping on this section continued. 


1968 -- A 466-mile extension to the Chicago area constructed with 34-inch pipe as 
the first leg of a loop around Lake Michigan from Superior to Sarnia. 
34-inch line-looping continued. 


1969 -- Two major pipe laying projects completed: Chicago loop completed with 
addition of a 293-mile, 30-inch extension from Griffith, Indiana to Sarnia, 
Ontario. The 34-inch line completed between Edmonton and Superior giving 
the company three complete lines between these points. 


1970 -- Twenty miles of 20-inch loops built between Sarnia and Port Credit, giving 
Interprovincial a total of 76 miles of second line between these two points. 
Station Horsepower increased by 59,025 h.p. (net) with the addition of two 
new pumping stations at Sheldon and Walworth, Wisconsin and the addition of 
26 new units at 22 existing stations. One other unit moved from Vanderbilt, 
Mich., to Viking, Minn. Tankage increased with erection of two 290,000- 
barrel tanks at Edmonton and one 217,000-barrel tank at Griffith. 


Thirty-five miles of 20-inch loops between Sarnia and Port Credit, prov- 
iding a total of 111 miles of second line between these points. Forty- 

six miles of 20-inch loops added on lateral line from Westover, Ontario, 

to Buffalo, N.Y. Station horsepower increased by 234,750 h.p. (net) with 
the addition of 18 new pumping stations and 31 new units at 28 existing 
pumping stations. Tankage increased with the erection of two 290,000-barrel 
tanks at Edmonton terminal, two 217,000-barrel tanks at Superior, two 
217,000-barrel tanks at Griffith and two 150,000-barrel tanks at Sarnia. 
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RESUME OF PLANNED CONSTRUCTION FOR 1972 


Main Line Additions -- A total of 124 miles of 48-inch loops to be constructed on 
the existing 34-inch line between Edmonton and Superior. 


Eighteen miles of 20-inch loops to be added on the lateral line that runs 
from Westover, Ontario to Buffalo N.Y. 


Station Horsepower -- One new pumping station to be built at Howell, Michigan, 
where two 2,500 h.p. electric units will be installed. 


Two additional 2,500 h.p. electric units each at the stations of Sheldon 
and Vesper, Wisconsin. 


Single 5,000 h.p. units to be added at each of the following stations between 
Edmonton and Superior: Edmonton, Kingman, Strome, Hardisty and Metiskow, in 
Alberta; Cactus Lake, Kerrobert, Herschel, Milden, Loreburn, Craik, Bethune, 
Regina, Odessa, Glenavon and Langbank, Saskatchewan; Glenboro, St. Leon and 
Gretna, Manitoba; Viking, Plummer, Clearbrook and Deer River, Minnesota. 


Tankage -- Two 390,000-barrel tanks to be built at Edmonton, two 80,000-barrel 
tanks at Clearbrook, two 390,000-barrel tanks at Superior and two 217,000-barrel 
tanks at Griffith, all with floating roofs. 


Conversion of four cone-roof tanks to floating roofs at Edmonton as part 
of the environmental control program. 
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Note: In March, 1972 the line from Redwater to Edmonton and facilities at Red- 
water were sold to Imperial Pipe Line Company. 


SYSTEM HIGHLIGHTS (1971 Construction Included) 


Mileage 
1098 Line 1 - Edmonton to Superior (16''-18") 
1098 Line 2 - Edmonton to Superior (24"-26") 
1098 Line 3 - Edmonton to Superior (34") 
644 North Line (Straits of Mackinac) Superior to Sarnia (30") 
759 South Line (via Chicago) Superior to Sarnia (30"-34") 
156 Sarnia toePort Credit (20") 
92 Westover to Buffalo (12") 
100 Loop between Regina and Gretna (16") 
Lit Loop between Sarnia and Port Credit (20") 
46 Loop between Westover and Buffalo (20") 
4 Second Line - Straits of Mackinac crossing (20") 
5206 
Line Fill 


It takes approximately 19,200,000 barrels of oil to fill the 5,206 miles of 
main line pipe. 


Pumping Stations 


There are 65 pumping stations located at Edmonton, Kingman, Strome, Hardisty, 
Metiskow, (Alberta); Cactus Lake, Kerrobert, Herschel, Milden, Loreburn, Craik, 
Bethune, Regina, Odessa, Glenavon, Langbank, (Saskatchewan); Cromer, Souris, 
Glenboro, St. Leon, Manitou, Gretna, (Manitoba); Donaldson, Viking, Plummer, 
Clearbrook, Deer River, Floodwood, (Minnesota); Superior, Minong, Edgewater, 
Sheldon, Owen, Vesper, Adams, Rio, Cambridge, Walworth, (Wisconsin); Dundee, 
Lockport?) ‘(ll linodis)s Griffith, (Indiana); Niles, Marshall, (Michigan); Ino, 
Saxon, (Wisconsin); Gogebic, Iron River, Rapid River, Manistique, Gould City, 
Mackinaw, Indian River, Lewiston, West Branch, Bay City, North Branch, (Michigan) ; 
Sarnia, Keyser, Bryanston, Wolverton, Westover, Smithville, (Ontario); Tonawanda, 
Williamsville, (New York). Total pumping horsepower, including 1971 additions 
is 719,205 for 1972 operations. 


Tankage 


The company has in operation a total of 101 working tanks at various locations 
along the line, (see map legend) holding a total of 11,950,000 barrels of oil. 
These tanks range in size from 14,000 to 390,000 barrels capacity and are used to 
facilitate movement of the batches. 


Corporate Structure 


The Interprovincial-Lakehead pipe line system is divided into three divisions 
and seven operating districts. Western Division extends from Edmonton, Alberta to 


Corporate Structure (continued) 


Gretna, on the International border between Manitoba and North Dakota, and is 
comprised of two districts. Central Division which lies entirely in the United 
States and is incorporated there as Lakehead Pipe Line Company, Inc., is com- 
prised of four districts. Eastern Division lies in Ontario and has one oper- 
ating district. The district headquarters are at Edmonton, Alberta; Regina, 
Saskatchewan; Bemidji, Minnesota; Manistique, Michigan; Fort Atkinson, Wisconsin; 
Bay City, Michigan;and Sarnia, Ontario. 


Employees 


About 670 employees--approximately 270 with Lakehead Pipe Line Company, Inc. 
and 400 with Interprovincial Pipe Line Company. 
Investments 


As of December 31, 1971 the total investment in plant and equipment was 
$646,127,000. This is almost one million dollars per employee. 


Capacity 


Upon completion of the 1971 construction program the annual average physical 
capacity of the various sections of the pipe line system were as follows: 


Edmonton - Regina------------------- 1,251,000 bbls. per day 
Regina - Cromer--------~-------~----- 1,236,000 bbls. per day 
Cromer = Gretna---------—-----=3===== 1,308,000 bbls. per day 
Gretna - Superior------------------- 1,308,000 bbls. per day 
Superior - Sarnia (via Straits of--- 538,000 bbls. per day 
Mackinac) 
Superior = Chil Gago==——— == ase 621,000 bbls. per day 
Chicago -— Sarnia-------------------- 330,000 bbls. per day 
sarnia — Port Credit--—------—------— 355,000 bbls. per day 
Westover = Burtalo-—-———-——-- =o 133,000 bbls. per day 
Operation 


The system transported 356.7 million barrels of oil in 1971, which averaged 
977,350 barrels per day. In December 1971, deliveries averaged 1,071,613 barrels 
per day, the highest rate for one month in the company's history. 


The Interprovincial system is connected with the following gathering and/or 
transmission pipe lines and receives deliveries from them at the points indicated. 


Edmonton, Alberta 


= 


Gulf Alberta Pipe Line Company Limited 
Federated Pipe Lines Ltd. 
3. The Imperial Pipe Line Company, Limited 
(North-Redwater) 
4. The Imperial Pipe Line Company, Limited 
(South-Leduc) 
5. Peace River Oil Pipe Line Co. Ltd. 


bo 


Edmonton, Alberta 
(continued) 


6. Gulf Oil Canada Limited Refinery 
7. Pembina Pipe Line Ltd. 
8.4 Nisku Products Pipe Line Co. Ltd. 
9. Rimbey Pipeline Co. Ltd. 
10 Texaco Exploration Canada Limited 
Jak Great Canadian Oil Sands Ltd. 
12. Gibson Petroleum Company Limited 
13. Rainbow Pipe Line Company Ltd. 
14. Dome Petroleum Limited 
15. Canadian Industrial Gas & Oil Ltd. 
Hardisty, Alberta 
16. Gibson Petroleum Company Limited 
17. Husky Pipeline Ltd. 
18. Bow River Pipe Lines Ltd. 
19. Hardisty Storage Pipe Line Co. 
20, Ghauvin Pipe Line Co. Ltd. 
Kerrobert, Saskatchewan 
21. Mid-Saskatchewan Pipe Lines Ltd. 
22. Murphy Oil Company Ltd. 
23. Dome Petroleum Limited 
Regina, Saskatchewan 
24. South Saskatchewan 
25. Imperial Oil Limited Refinery 
Cromer, Manitoba 
26. Trans-Prairie Pipelines Ltd. 
27. Westspur Pipe Line Company 
Griffith, Indiana 
28. Tecumseh Pipe Line Co. 
Sarnia, Ontario 
29. Canada-Cities Service,Ltd. 
30. Dome Petroleum Limited 


The system is connected with the following pipe lines and delivers crude oil 
or products to them at points indicated. 


Trans Mountain Oil Pipe Line Co. Edmonton, Alberta 

Husky Pipeline Ltd. Hardisty, Alberta 

Murphy Oil Company Ltd. Kerrobert, Saskatchewan 
Saskatoon Pipe Line Ltd. Milden, Saskatchewan 

Gulf (Saskatchewan ) Pipe Line Ltd. Stony Beach, Saskatchewan 
Winnipeg Pipe Line Co. Ltd. Gretna, Manitoba 

Minnesota Pipe Line Co. Clearbrook, Minnesota 

Bay Pipe Line Corp. Bay City, Michigan 
Michigan-Ohio Pipe Line Co. Sterling and Stockbridge, Mich. 
Buckeye Pipe Line Co. Port. Huron, Mich. & Griffith, Ind. 
Chicap Pipe Line Co. Mokena, Illinois 

Tecumseh Pipe Line Co. . Griffith, Indiana 

Service Pipe Line Co. Griffith, Indiana 


Kiantone Pipeline Corporation Buffalo, New York 
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The Interprovincial system either directly or in conjunction with its 
connecting carriers transports Western Canadian crude oil to refineries at: 


Edmonton, Alberta 

Moose Jaw & Regina, Saskatchewan 

Winnipeg, Manitoba 

St. Paul-Minneapolis area and Wrenshall, Minnesota 
Superior, Wisconsin 

West Branch, Alma, Bay City, Trenton, Carson City & Detroit, Michigan 
Toledo & Canton, Ohio 

Warren, Pennsylvania 

Fort Wayne ¢ Laketon, Indiana 

Chicago Area 

Sarnia, Clarkson, Oakville & Port Credit, Ontario 
Buffalo, New York 


Interprovincial Pipe Line Company ApELicL, L372 
POs Box, 396 
Edmonton, Alberta 
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